This paper studies the incidence of political violence associated with the Maoist insurgency in Nepal. I take a cross-sectional approach where the unit of analysis is the district, and dependent variable is total killings by state and Maoists normalized by district population. I find no evidence that political and economic grievances are linked to the incidence of political violence. There is also very little evidence that district prosperity or political ideology are associated with the incidence of violence. On the other hand, I find that the intensity of violence was greatest in the Midwestern districts and in districts with low road density. Historical evidence suggests that the dummy variable for Midwestern districts that appears significant and robust reflects the political entrepreneurship of leftist leaders more than half a century ago. The results support a theory of conflict that treats an insurgency as analogous to a profit maximizing firm.
Introduction
What were the causes of insurgency in Nepal? There have been two approaches to answering this question. In one line of research, studies such as Murshed and Gates (2005) and Bohara, Mitchell and Nepal (2006) have used cross-sectional regression techniques to predict the effect of poverty, inequality, rough terrain, and ethno-linguistic divisions on the intensity of political violence. In the other approach, historical analyses have highlighted the incentives of rebel leaders and the failed policies of the Nepali government to suggest that politics has played the primary role. Typical studies of this kind include Thapa (2002 Thapa ( , 2003 and Whelpton (2005) .
Both approaches have their advantages and shortcomings. While the cross-sectional studies have focused on reasons why individuals may choose to commit acts of political violence, they have ignored the important role that political parties and leaders play in organizing and instigating conflict. The qualitative studies, on the other hand, treat the insurgency as if it was the outcome of a number of possible causes, none of which are disproved to be explanatory.
This chapter combines insights gained from the two approaches to evaluate the causes of insurgency in Nepal. I use multiple regression analysis to test hypotheses that are motivated both by observations specific to Nepali politics and by general findings related to civil conflict. Specifically, I take a cross-sectional approach where the unit of analysis is the district and dependent variable is total killings by the state and Maoists divided by district population.
1
There is a considerable degree of sub-national heterogeneity that may account for the variation in conflict intensity across districts. In line with existing theories of conflict, I hypothesize that less prosperous districts show greater conflict intensity because recruiting guerillas is less costly in poorer economic conditions; that districts with rougher terrain are more conducive to fighting because insurgents can better hide from government forces in these conditions; that leftist ideology is associated with greater conflict intensity owing to the adversarial relationship between a centrist state and more extreme citizens; and that districts that have been neglected by the state and where economic inequality is high will be propitious to insurgency because rebellion is one of the few ways by which the politically and economically downtrodden respond to what they perceive as the injustices of state and society.
I also test hypotheses that emerge from a literature that is more specific to the Nepalese context. I hypothesize that districts where polarization between the BahunChhetri caste group and other castes is greater, exhibit greater incidence of violence; that if not caste, then linguistic polarization is associated with higher conflict intensity;
and that areas where leftist leaders developed operations over half a century ago were more propitious to conflict.
2
To measure leftist ideology, I construct an index as follows. A district receives one point for each seat won in a neighboring district by the United People's Front (UPF) party in the 1991 general elections, and three points for each seat won in that district itself. 3 Because this variable takes into consideration the possibility of regional spillovers, it serves as a better measure of the political activity than simply a dummy variable indicating UPF success. The districts where leftist leaders successfully developed operations lie mostly in the Midwestern development region, particularly the hills (see Figure 1 ).
Although there is some positive correlation between the ideology score and a dummy variable indicating whether or not a district falls in the Midwest, the relationship is not statistically convincing. Thus, there is no reason to be concerned that the ideology score actually captures the political entrepreneurship of leftist leaders, or that the Midwestern dummy captures leftist ideology, even though this is a possibility that has been hinted by previous authors (see Thapa, 2003) .
Neither the electoral success of the UPF nor the constructed measure of leftist ideology appear to be correlated with measures of economic prosperity, grievances or caste and ethnic polarization. In particular, the left was not more successful in poorer districts, 2 Throughout this paper the terms left or leftist as political characterizations refer exclusively to the ultra-left and its ideology. The ultra-left includes the Communist Party of Nepal (Maoist), the United Peoples Front, and other descendants of Mohan Bikram Singh's faction of the Communist Party of Nepal (CPN) that were not mainstream constitutional parties throughout the 1990s (see next section for more on this). Of course, one may object by arguing that the Jhapali communists were just as extreme, if not more extreme, than the ideologues of the Singh faction. However, the political descendants of the Jhapali faction (essentially the one that included the Mainali brothers -Radha Krishna and Chandra Prakash) did accept the Constitution of 1990 and were represented by the CPN (United Marxist Leninist) and the CPN (Marxist Leninist) -both constitutional parties. Therefore, for the purpose of this paper I consider them less extreme than the descendents of the Singh faction.
3 The UPF was the mother party of the CPN (Maoists).
those with greater land inequality, those that received fewer funds for development, or those where polarization between Nepali speaking Bahun-Chhetris and non-Nepali speaking castes was higher. This in itself is an interesting finding, but a more important consequence of the observation is the doubt that it casts over the hypothesis that party ideology is derived from the social and economic class of its members. Whatever the intentions of the leftist leaders of Nepal, their emergence does not seem to be a natural outcome of the grievances of the poor and neglected.
The results show only weak evidence that ideology is correlated with conflict intensity once other factors are taken into account. They also show no evidence of a causal relationship between measures of political and economic grievance (such as land inequality and development budget allocation) and the frequency of violence. Further, there is no evidence that after controlling for politics and geography, districts that may have had high caste and ethnic cleavages saw more conflict.
The only robust significant variables are those associated with political activism and geography. First, districts in the Midwestern development region witnessed more violence than other districts even after controlling for other factors. Second, fighting was more intense in districts that were less penetrated by roads, and those that were more forested. Third, after controlling for road density, economic prosperity is not a significant predictor of conflict intensity. Since road density and economic conditions are correlated, rebel leaders had access to areas where operating an insurgency had low costs both in terms of the technology of conflict and the recruitment of soldiers.
Nevertheless, the important cost variables seem to be geography and remoteness, less so guerilla wages.
I take these results as evidence against the claim that class, caste or ethnic grievances were at the root of the Maoist conflict. Rather, the data seem to favor the hypothesis that many of the villagers who joined the insurgency probably did so out of a necessity associated with their own security (i.e. they would have a greater probability of being killed if they did not join) or for personal economic reasons such as the desire for food, shelter and clothing -things that were promised by the rebel leaders to their soldiers, and which these recruits may not otherwise have had in their lives as peasants.
Historical Background
The history of left-wing politics in Nepal dates back to 1949, the year that the Commu- In the past the government had relied on a small number of local 'big men', who owed their status partly to state patronage but were also chosen partly because they were already influential. Social control was maintained by these individuals and also through the selfregulating mechanisms of village communities. In western Nepal, such people had generally worked within the Panchayat system but switched allegiance in 1990 to Congress. Their role as (relatively) large landowners and often also money-lenders meant that many of their poorest neighbors feared opposing them openly but might welcome their removal by a force outside of the village (emphasis added) (p. 205).
There is also evidence that the state had been conducting exercises to suppress the 3 Theory, Data and Past Literature
The Political Economy Approach
The formal analysis of conflict as an economic activity dates back to the pioneering work of Hirshleifer (1991) . The relevant insights from the subsequent literature are summarized as follows.
5
Insurgency, as a form of conflict, typically involves three sets of actors: the rebel leaders, their guerilla recruits, and the government. 6 It is when the insurgency is profitable,
given the economic and political circumstances, to both rebel leaders and potential recruits that it can pose a serious threat to central and local authorities. Further, the insurgency can be successful only if the insurgents are able to use geographical conditions and infrastructure (or its absence) to their benefit. For example, it is easier to hide from the police or army in more rugged terrain, forested areas, and in regions that are ill-penetrated by roads. This political economy approach to the understanding of conflict broadly highlights three sets of variables -economic conditions, geography, and political activity -all of which are discussed in detail below.
Economic conditions. Whether or not a potential recruit joins the insurgency depends on her economic circumstance. Perhaps the choice is simply an occupational one, as by joining the cause a poor villager is able to attain a certain degree of economic stability that she did not have in her previous occupation. Of course, participating may be costly because of the non-negligible probability of death. But there may be an equally good chance that an individual will be killed even if she chooses not to participate. Once a certain number of guerillas have been recruited, their presence in the countryside threatens the lives of others, who are more easily persuaded to take a side for security-related reasons (Kalyvas 2006 ). Thus, it may be that only a handful of extremely poor recruits are needed to get the conflict going.
The negative relationship between conflict and economic prosperity was empirically uncovered by Fearon and Laitin (2003) , who claim that poor economic conditions increase the probability of civil war onset because "recruiting young men to the life of a guerrilla is easier when economic alternatives are worse" (80). Other authors such as Collier and Hoeffler (2004) have also stressed the importance of economic conditions.
Although several of these studies investigate economic conditions at the national level, it is still reasonable to hypothesize that lower levels of GDP are associated with greater conflict intensity even at the sub-national level. In particular, since the theory stresses economic alternatives for guerilla soldiers, I take GDP per worker (effectively a proxy for the wage rate) as the key explanatory variable. 7 The significant negative correlation between GDP per worker and conflict intensity shown in column (1) of Table 2 is promising for this aspect of the theory. We will soon see whether or not this relationship is robust when we account for other factors. relating to geography and infrastructure. They note that the number of insurgents is usually much smaller than the number of government soldiers, and the insurgents would 7 The variable is constructed by dividing total district GDP for the year 1996 by economically active population above the age of 10. It is also worth noting here that Sharma (2006) and Deraniyagala (2006) find that economic prosperity was on the rise before and even during the insurgency in districts where the conflict was concentrated. But in a cross-sectional model that focuses on initial conditions, we should not be concerned with temporal changes in GDP. I use figures from around 1995 so as to avoid reverse causality and other indirect feedback. Descriptive statistics for GDP and other data, along with details of their sources and construction, are provided in Table 1 and the note below it. be much weaker were it not for the fact that forests and rugged terrain make hiding from government soldiers easier. They also suggest that "terrain more 'disciplined' by roads" (80) is less conducive to insurgent activity because it increases the ability of the government to monitor activities in rural parts and because it facilitates communication between local administrators and central authorities. In view of this argument, it is worth testing whether terrain factors such as per cent of land area inclined more than 30 degrees, total area of forest cover per person, and road density, which is defined as the total length of roads in kilometers as a per cent of 100 square kilometers of surface area, are associated with conflict intensity.
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Political activism. The ideas developed so far stress the collaborative nature of insurgency. Insurgency is a joint effort between rebel leaders and members of their rank and file, whose personal objectives in joining the cause may be different from those of their commanders. Knowing that the left was active in the Midwestern region, and that this region exhibits much higher levels of conflict intensity than other regions, it is important to test the effect of leftist activism on conflict intensity. 9 In consideration of the history summarized in the previous section, I do this by testing the significance of a dummy variable for the Midwestern development region. I argue that the Midwestern dummy serves largely as a proxy for political activity. As Table 3 indicates, the Midwestern region differs from the rest of Nepal in a plausibly significant way only in terms of prosperity and geography, both of which we control for directly. 10 It receives more attention from the central government in terms of budget allocation, has a linguistically less polarized population, and has lower land inequality. 8 As Table 2 indicates, the Kathmandu Valley districts seem to be outliers in the regression of conflict on road density, and this is also corroborated by findings in the multivariate setting. Whereas road density is less than 15% for every other district, road densities in Kathmandu, Bhaktapur and Lalitpur are 93.8%, 78.5% and 44.5% respectively. With these three districts included, the average road density is 6.84%, as opposed to a 4.12% average for the other seventy-two districts. This is a significant difference of 2.72 percentage points. Therefore, in all regressions that include the road density variable, I exclude the three Valley districts. 9 Since we want to focus here on the kind of activism that leads to insurgency, it is necessary to work with a more restrictive notion of political activism than the one that is common in the political science literature. I am specifically interested in anti-establishment activism rather than political activism within the framework of constitutional politics. Therefore, identifying the Midwestern region as the historical center of leftist activism seems natural. I thank the editors for pointing out this abuse of terminology, and seeking a clarification.
10 I discuss the issue of whether the Midwestern dummy reflects remoteness or prosperity rather than politics in the last paragraph of Section 4. On the other hand, although the land Gini nicely captures intra-district inequality, it does not capture the possible effect of inter-district inequality, or what I would interpret as district-level grievances. To capture the effect of such grievances, we cannot appeal to the variation in GDP or HDI across districts because these variables would more likely reflect district-wise economic conditions. Instead, I measure district-level grievances by using indicators of government absence and neglect. Of course, the level of government absence not only indicates neglect, it also reflects the level of state capacity (see, e.g., Migdal 1988) , and thus partially reflects the ease in waging an effective campaign against the state. Either way, we should observe a negative relationship between government presence and intensity of conflict. I use the number of post offices per capita as a proxy for government presence, and to measure government neglect I use district-wise development budget allocation per capita. 13 If these variables emerge as significant, then we could suspect that grievances are explanatory. If not, then the evidence that grievances matter is only weak, since one would be hard-pressed to make the case that the economic variables discussed in the previous subsection reflect district-level economic grievances as much as they do economic conditions.
Social Factors and Ideology
14 As the regressions in Table 2 show, both the Gini coefficient for land ownership and development budget allocation per capita are related to conflict intensity in ways opposite to what we expect. 15 Nevertheless, whether this relationship continues to hold in the multivariate setting should be tested, and I do this with the underlying assumption that land inequality and development budget allocation reflect local and district level grievances respectively. Yet, because of the inherent endogeneity of social capital to conflict intensity, it is difficult 13 I use development budget allocation rather than total budget allocation because total budget allocation may include expenditure by the state in suppressing the insurgents, as discussed in the historical background of Section 2.
14 Murshed and Gates (2006) argue that the prosperity variables (GDP per capita and HDI) actually capture the effect of grievances associated with spatial inequalities more so than economic conditions. But this argument is unconvincing. I am not aware of any qualitative account of the insurgency that suggests that there was more inter-district or inter-regional fighting than intra-district fighting. (The only major inter-district battle outside of Rukum and Rolpa was the August 2004 Maoist attack on Dolpa's district headquarters; and even Dolpa lies in the Midwestern region.) Therefore, from a theoretical standpoint it is not clear why GDP and HDI should be taken to be more likely indicators of grievances than intra-district economic conditions. 15 Higher land inequality is associated with lower conflict intensity, while higher levels of development budget allocation are associated with greater conflict intensity.
to draw any causal inferences even though we may observe strong correlations.
Therefore, instead of focusing on social capital, I test the hypothesis that intensity of conflict is increasing in polarization between the Bahun-Chhetri caste group and other castes. 16 To measure caste divisions, I use the probability that of any two randomly chosen individuals in a district, one will be a member of either the Bahun or Chhetri caste group, and the other will not. This is a coarser version of the usual Herfindahl-type index (used by Do and Iyer 2006) , which gives the probability that any two randomly chosen individuals will be of different castes. Because several authors have argued that it is the social and economic disparity between the hill-based Bahun-Chhetri caste groups and more marginalized castes that is at the heart of social tension in Nepal, I find this measure of polarization to be more appealing than the measure of caste fractionalization. 17 Table   2 shows that at least in the univariate case, caste polarization is strongly and positively associated with conflict intensity.
In addition to caste polarization, I also test the effect of linguistic polarization by calculating the probability that of two randomly chosen individuals, Nepali will be the mother tongue of only one individual. 18 In the context of Nepal, I find it more compelling to use this modification of the ethno-linguistic fractionalization index (ELF) for reasons similar to those discussed in the case of caste.
19
Ideology. There does not seem to be any relationship between socio-economic conditions (grievance variables) and leftist political ideology. If such a relationship did exist, then one would expect the distribution of parliamentary seats for the ten least developed districts (ranked by HDI) to be more skewed to the left than the overall distribution for the entire country. But as Tables 4 indicates, this is not the case. Even among the districts in which the UPF won seats in the 1991 general elections, there is no convincing relationship between leftist ideology and economic prosperity or inequality (Table   16 I use Bahun to refer to Hill Brahmin, which does not include the Tarai Brahmins. 17 In the literature on Nepal, Gurung (2007) and Lawoti (2005) provide detailed arguments. Gurung identifies cleavage along linguistic and caste lines, highlighting the exclusion of the Janajati and Dalit communities. Lawoti argues that the fault lines of social and political tension are between the BahunChhetri group and other groups. In the broad literature on civil conflict, Montalvo and Reynal-Querol (2005) find that polarization fares better than fractionalization as an explanatory variable. 18 According to these modified measures, conflict should be greatest in districts where a caste or ethnic group forms exactly 50% of the population. This is consistent with findings by Bates (1973) in the case of ethnic conflict in Africa, and what Dion (1997) has suggested more formally. Esteban and Ray (1994) provide a more detailed approach not dissimilar in spirit to the one taken here.
19 I test for nonlinear relationships both in the case of caste and linguistic polarization. For robustness, I also interact them with the grievance variables. 5). In fact, Rolpa and Rukum, where the intensity of conflict was greatest, are among the top ten districts with the lowest inequality in landownership. Further, the history of leftist activism in Nepal provides no clues as to why the last five districts listed in Table 5 are districts where the UPF achieved electoral success. If anything, one would have expected more seats for the UPF in the Midwestern region or perhaps in the far eastern districts rather than the ones listed.
These observations suggest that it is insufficient to control only for grievances, since leftist ideology can emerge for reasons other than those associated with class. In particular, the success of the UPF in the 1991 elections was likely due to aspects of ideology uncorrelated with socio-economic variables. The electoral success of the UPF thus offers a natural measure of non-grievance based leftist ideology. As mentioned in the introduction, I construct the ideology variable (named UPFN) by giving a district one point for each seat that the UPF won in the 1991 general elections in a neighboring district, and three points for each seat that the UPF won in that district itself. According to this measure, the district of Rukum, for example, receives a total of five points: three because the UPF won one seat there, and two because it borders on Rolpa, where the UPF won two seats. 20 Correlations reported in the lower panel of Table 2 reveal that ideology is not much related to prosperity, inequality or social cleavages -a finding that supports the characterization of political entrepreneurs as independent actors in accord with the ideas developed in the political economy approach. Figure 2 shows the expected, albeit not entirely convincing, positive relationship between ideology and conflict. 21 
Results
The theory outlined in the previous section naturally divides the independent variables into two broad groups and six categories within these groups. The first group consists of political economy variables, namely those associated with economic conditions, geography and political activism. Given the intuitive and empirical strength of GDP per worker as a proxy for the wage rate, and road density as a proxy for remoteness and infrastructure, I estimate models that include these two variables and the Midwestern dummy as the core control variables. Table 6 reports the findings.
First, it is evident from the table that geography, infrastructure and the opportunities created by the remoteness of a district are significant in determining conflict intensity.
The road density variable is significant in all of the regressions, and its effect on conflict is robust to the inclusion of a host of controls. On average, a ten per cent increase in road density is associated with a reduction of 0.5 to 1 deaths per 1000 people. For a district like Dolakha, for example, which ranked 20th according to conflict intensity, a ten per cent increase in road density would be associated with almost no conflict whatsoever.
Although, the effects of forests per capita and land inclination are not as robust, these variables, unlike road density, do not capture remoteness and infrastructure in addition to geography.
Second, the table also indicates that being a Midwestern district is associated with higher conflict intensity. In particular, being a Midwestern district is associated with a significant increase of almost 1 death per 1000 people in samples that include Rolpa and Rukum. Even for Kalikot, the district that saw the most violence among those where the UPF had no influence, this would translate to a difference of 33% in conflict intensity.
Third, it appears that local and district-level grievances, caste and ethnic polarization, and ideology are not linked in any causal way to conflict intensity. The land Gini is significant but the coefficient has the wrong sign, implying that lower levels of land inequality are associated with higher levels of conflict. Ideology, on the other hand, is significant even after roads, income and political activity are taken into account. But unlike the Midwestern dummy, its effect is not robust to the exclusion the two districts that saw the most violence.
Fourth, and somewhat striking, is the result that GDP per worker does not have a significant effect on conflict intensity after we account for road density. Its effect is, however, significant and substantial when we leave out the roads variable, as reported in columns (12) and (13) of Table 6 and columns (1) and (2) of Table 7 . Given the high correlation between wages and remoteness, this is not really a surprising result. Both roads and GDP per worker represent cost variables, and the statistical significance of one over the other only indicates which of the two kinds of costs was more important in determining the success of the insurgents. Therefore, issuing skepticism toward the political economy approach based on this result for GDP per worker may be unwarranted.
In fact, in a country as poor as Nepal, every district has individuals sufficiently poor enough that they are willing to participate in conflict for lack of reasonable alternatives.
If the story described in the beginning of Section 3.1 is right, then the average economic condition in a district may not be a complete metric for analyzing the effect of economic conditions on conflict intensity. 22 On the other hand, the insignificance of even GDP per worker, GDP per capita and HDI, as reported in Table 7 , puts another nail in the coffin of arguments that district level grievances could have had robust causal effects on conflict intensity. Table 7 reports various additional robustness checks. In their analysis, Murshed and Gates (2005) found a nonlinear relationship between land inclination and intensity of conflict in Nepal. However, there is no evidence of such a relationship here. There is also no evidence for a nonlinear relationship between caste or linguistic polarization and conflict intensity. Therefore, not only is it unlikely that caste and ethnicity matter at all, it is also unlikely that there is either a positive or negative relationship between these variables and conflict below some threshold, and then the opposite effect above the threshold. Finally, there is no evidence that caste divisions and grievances have any significant interaction. In other words, the insignificance of the interaction terms in columns (8) and (9) casts doubt as to whether inequality between the Bahun-Chhetri caste group and other castes may have been an important driving force behind the Maoist conflict.
There is one final issue, and that has to do with the validity of the Midwestern dummy as a proxy for ultra-leftist political activism. Since we observed that the Midwestern region is poorer and more isolated than the rest of Nepal, we know that the Midwestern dummy partially reflects prosperity and remoteness. However, several of the remoteness and prosperity variables such as GDP, HDI, roads, forests, and slopes have been included in the tests. While these variables appear to be insignificant themselves, the coefficient on the Midwestern dummy is hardly affected by their inclusion (generally lying around 0.9). Therefore, it is more likely that the variation in the dummy that is significant in predicting conflict intensity is due to factors not associated with remoteness or income.
The only other plausible candidate is political history -in particular, the history of ultra-leftist activism.
Conclusion
In the political economy approach to insurgency that served as the guide to this empirical investigation, the relationship between rebel leaders and their recruits is analogous to that of employers to employees. While the objectives of the two parties may not necessarily coincide, a contract of exchange may be profitable for each. The insurgency survives, as a firm does, as long as costs are low, i.e. as long as the wage needed to provide soldiers is low and as long as operating costs are low. Wages are low when alternative employment options are limited, and operating costs are low when physical geography and the absence of infrastructure aid in preventing the government from being able to suppress the rebels.
I restate the logic of the political economy approach with reference to the variables used in the regressions. First, we can think of GDP per worker, GDP per capita or HDI as proxies for guerilla wages. Second, the geography and infrastructure variables, particularly roads, act as proxies for operating costs. And third, the Midwestern dummy is mostly a proxy for leftist activity, indicating districts where rebel leaders chose to invest their efforts. Two of these three sets of variables were found to be significant in explaining conflict intensity. Although the proxy for wages was not found to be significant, it, like the proxies for geography and infrastructure, captures costs. We can conclude that wages were not as important as infrastructure in determining the profitability of conflict. This is not a particularly surprising result when viewed with the fact that this study of insurgency was restricted to a single conflict in a developing country. In short, the findings justify the political economy approach.
On the other hand, the insignificance of the remaining variables grievances, caste and ethnic divisions and ideology solidly rejects the proposition that the Maoist conflict in Nepal emerged from anything but a rational calculus on the part of the insurgents.
This result is in harmony with the findings of the cross-country studies discussed in Section 3. In short, the ten year long Maoist insurgency in Nepal does not appear to be linked in any causal way to grievances, social factors or even ideology. It was incentives that mattered most. 
